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A word about fuel prices
- more important to LCCs
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Oil prices are important drivers  ©APA

(Brent Crude prices USD)
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Recreating the airline network system

e L|CCs are still a young force
 They massively disrupted air travel and the way airlines
think about serving the public
 Operate point to point — cheapest, simplest way to operate
* Impossible to link all city pairs, so some travellers need to
link via one or more hubs (+ LCCs access more traffic)
e BUT-
 Connections are complex and add cost
 Online connections are fairly costly
* |Interline connections even more complex + add cost
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LCCS Phase #1: CAPA
The dramatic cost shift

* Key cost savings:

* Seating density

* Higher utilisation

 Simple point to point

* Online selling, no agents, no GDS

* No frills

 Qutsource most non-flying operational activities
* New revenue streams

* Ancillaries revenue

Expanded rapidly before legacy airlines could respond
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LCC fleet growth 1988-2018 CAPA
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LCC fleet growth 1988-2018
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LCC fleet growth 1988-2018
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CAPA

=LCCs In

11-12 June 2018
Seoul, South Korea

The CAPA LCCs in North Asia Summit
returns to Seoul - one of the more
advanced North Asian LCC markets.
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LCC Market share by Region et

Year Ending
Dec 2017
Main Groups ' 233333335000
* AirAsia Group eoe [ : 0000000 000000 008 o "
* AirAsia X Group
*  Cebu Pacific Group
e Flybe Group PLC
* Grupo Viva
* Indigo Partners
* Jetstar Group
* Norwegian
 Southwest
* Tiger Airways Holdings
* Vietlet Group
* Volaris
e Wizz Air
* Lion Group

o (Batik & Malindo are FSCs)

DOM: 31.4
INT: 11.4
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LCCs Phase #2:
Basic networking & "hybridisation”

* |n Asia, establish X-border JVs - improve
utilisation and gain market access

 Encourage and facilitate pax self-connect

* Fly long haul, with some connectivity

e Add premium seating

 Market to business travellers and corporates

At the same time, FSCs increasingly imitate LCC
characteristics
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Group Growth: AirAsia-Jetstar-Norwegian CAPA
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Group Growth: AirAsia-Jetstar-Norwegian CAPA
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Phase #3:
.ong haul LCCs and FSC subsidiaries

e Full service airlines realise they can’t compete on short
haul, but do reduce costs and frills

 FSCs continue to dominate long haul with network
operations

e LCCs expand long haul operations as new, economical
aircraft types arrive

* They expand network operations

 FSCs adopt their own subsidiaries, short haul then long
haul
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Long Haul LCCs start to spread  capa

Routes over Longest CENTRE FOR AVIATION
Carrier Name 4,000km Route Route
Norwegian Air Shuttle 58 10' 197 FCO-LAX Norwegian Air Shuttle ASA network map for the week commencing 26-Feb-2018
Eurowings 36 9,490 CGN-CPT e
Lion Air 36 9,223 JED-UPG Tersin
Westjet 31 7,617 LGW-YVR 3
Norwegian 23 5,544 BGO-SWEF
Scoot 18 9,930 SIN-TXL
WOW Air 17 6,923 KEF-LAX
TUIfly 17 5,044 BVC-HAM
Jetstar Airways 15 8,871 HNL-MEL N’h i
Airasia X 15 7,062 JED-KUL +
JetBlue Airways Corporation 15 4340  BOS-SFO = il e i -
TUI fIy Belglum 13 8,296 BRU-CUN Eurowings network map for the week commencing 26-Feb-2018
Norwegian Air UK Itd 12 11,117 EZE-LGW o
Azul Airlines 7 7,921 LIS-VCP z
GOL Linhas Aereas S.A. 7 6,091 BSB-MCO
Virgin America 7 4,340 BOS-SFO
Jet2.com 6 5459  EMA-EWR | i
Transavia.com 5 5,166 AMS-DXB :
Flydubai 5 4,900 BKK-DXB
Ryanair 5 4,268 NYO-TFS beseeeticl
Jin Air 4 7,350 HNL-ICN e
Air Leisure 3 8,565 ASW-PVG Zomohs | soun
Thai Air Asia X 3 5,061 CTS-DMK e
W|ZZ Air 3 4[ 189 DWC-KTW Lion Air network map for the week commencing 26-Feb-2018
Cebu Pacific Air 2 6,904 DXB-MNL e soue LA e o oo e
Indonesia Airasia X 2 5,834 CGK-NRT 73 = v e @ T soiea o
Interjet 2 4,472 CUN-YVR & &
Spirit Airlines 2 4,365 FLL-SEA T | mR
Lao Skyway 1 10,231 PZK-VTE WOT s ;
Lucky Air Co. Ltd. 1 6,206 KMG-SVO 5 A
Flynas - National Air Services 1 6,003 AUH-HKG Al Souh sudan €177
Allegiant Air LLC 1 5,335 GPI-LAS e A~
NokScoot Airlines Co Ltd 1 4,643 DMK-NRT L et
Jeju Airlines 1 4,625 ICN-SIN e ot T, :
Pobeda 1 4,437 UUD-VKO o N o ) R
Southwest Airlines 1 4,099 EWR-OAK e S A e e
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Long Haul LCC Growth 2008-18

2008
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Brazil

Domestic 2,082,545 14,119

International 2,686,804 10,859
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Long Haul LCC Growth 2008-18

2018

Domestic 2,082,545 14,119 Domestic 3,224,553 20,467

International 2,686,804 10,859 International 25,992,277 90,305

www.centreforaviation.com

Source: CAPA — Centre for Aviation & OAG
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w:BLUE SWAN s

Look to the skies
for your news

Sign up to Blue Swan Daily for
free informed opinion and news on
travel and tourism

Subscribe at blueswandaily.com


http://www.blueswandaily.com

FSC groups with LCC subsidiaries CAPA

China Southern Air Long On Order
Holding Company

Chengdu Airlines
China Postal Airlines
China Southern Air
Chongqing Airlines
Hebei Airlines
Jiangxi Air

Sichuan Airlines

Xiamen Airlines
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Source: CAPA — Centre for Aviation
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FSC groups with LCC subsidiaries CAPA

*
China Airlines ' o>
»
e
Mandarin Airlines FSC 4 9 6
Tigerair Taiwan LCC v 11 0
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FSC groups with LCC subsidiaries CAPA
T N P S ey e

Air Japan

All Nippon Airways
ANA Wings

Peach

Skymark Airlines
Vanilla Air

Vietnam Airlines
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Hokkaido Air System
J-Air

Japan Air Commuter
Japan Airlines

Japan Transocean Air

Jetstar Japan

Source: CAPA — Centre for Aviation
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FSC groups with LCC subsidiaries CAPA

I N P T [T e

Air India 4

Air India Cargo CAR v v e
Air India Express LCC v 23 0

Air India Regional REG 4 11 0

Citilink Garuda Indonesia
Garuda Indonesia FSC 4 4 142 72

Air Busan 07
Air Seoul LCC v 6 0 KUMHO ASIANA
Asiana Airline FSC v v 81 51

www.centreforaviation.com
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FSC groups with LCC subsidiaries CAPA
e N e POy

Scoot 4

SilkAir ESC v v 33 34 SINGAPORE AIRLINES
Singapore Airlines FSC 4 4 111 118

Singapore Airlines Cargo CAR v 4 7 0

Tigerair Taiwan LCC v 11 0

Virgin Australia FSC v v 100 40

Vistara FSC v 18 2

KT N 7 R Py T
Nok Air g THA]

Thai Airways FSC 4 v 83 2
Thai Smile FSC 4 20 0

R N [ g ey ey

Cambodia Angkor Air v

- v 3 - e 28
Jetstar Pacific LCC 18 0 Vietnam Airlines
Vietnam Air Services FSC v 5 0
Vietnam Airlines FSC v v 86 30

www.centreforaviation.com
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FSC groups with LCC subsidiaries CAPA

I N ) g Py Ty

Eastern Australia Air v
_ QANTAS

Express Freighters CAR v 6 0

Jetconnect FSC v 6 0

Jetstar Airways LCC v v 72 99

Network Aviation CHA v 17 0

Qantas Airways FSC 4 v 122 13

Sunstate Airlines REG v 31 0

R N P g ey

Tigerair Australia

Virgin Australia FSC v v 100 40 \‘(ﬁw’ ausiralia

Virgin Au Regional REG 4 15 0
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FSC groups with LCC subsidiaries CAPA
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Aeroflot v

Aurora FSC v v 26 0

Pobeda LCC v 17 3

Rossiya — Russian Air FSC v v 71 0
N Gl P

Order

Air France v

HOP! FSC v 82 0

Joon (*full service) FSC 4 7 0

KLM Cityhopper REG 4 45 4

KLM Royal Dutch Air FSC 4 4 116 7

Martinair CAR v v 4 0

Transavia LCC v v 39 (]

Transavia France LCC v v 23 5
e N P ™ Py e

Blu-express

Blue Panorama Air FSC v 4 11 0

www.centreforaviation.com
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FSC egroups with LCC subsidiaries CAPA

(J
ST -mm
Aerologic 4 0
Air Dolomiti REG 4 11 0
Austrian Airlines FSC v v 87 0
Brussels Airlines FSC v 4 45 0
Edelweiss Air FSC v 4 10 0
Eurowings LCC v v 32 0
Eurowings Europe LCC v 10 0
Germanwings LCC v v 39 0
Lufthansa FSC v v 275 142
Lufthansa Cargo CAR v 4 17 0
Lufthansa CityLine REG 4 4 48 0
SunExpress FSC 4 49 35
Swiss FSC v 4 63 16
Swiss Global Air Lines REG v 15 15

CJSC Azerbaijan Airlines Long On Order
Group

Azerbaijan Airlines AZAL

I\

Buta Airways LCC v

www.centreforaviation.com
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FSC groups with LCC subsidiaries CAPA
e | L o e oo S

Aer Lingus 4 GROUP ~
BA CityFlyer REG 4 23 0
British Airways FSC v v 268 70
Iberia FSC 4 v 79 37
Iberia Express LCC v 21 0
Iberia Regional REG v 43 9
LEVEL LCC v
OpenSkies FSC 4 4 0
Sun-Air of Scandinavia CHA 4 16 0
Vueling
-mm
Corsalr ! ° T TUIGROUP
TUI Air Belgium LCC v v 24 0
TUI Air Netherlands CHA v v 8 0
TUI Airways Ltd CHA 4 4 54 0
TUIfly LCC v 33 0
Tuifly Nordic AB CHA 4 5 0

www.centreforaviation.com
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FSC groups with LCC subsidiaries CAPA

I N P [y ey

Air Canada

AIR CANADA @l
Air Canada Jatz CHA 4 3 0
Air Canada rouge LCC v v 50 0

T S N [ i Py Yy

Copa Airlines CopaAirlines =2

Copa Airlines Colombia REG 4 15 0
Wingo LCC v

www.centreforaviation.com
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FSC groups with LCC subsidiaries CAPA
S N7 T Ty

2 EL2VALINZ
Up LCC v

South African Airways Long On Order
Group

South African Airways

Mango LCC v 10 0

h SOUTH AFRICAN AIRWAYS

Y e N P g [T P

SunExpress TURKISH AIRLINES 0
Turkish Airlines FSC v 4 300 210 A STAR ALLIANGE MEMBER L7
Anadolulet LCC v

www.centreforaviation.com
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LOW COST LONG HAUL /
Global Summit 2018

Seville, Spain

The only strategy event
dedicated to the new frontier
of low cost travel: long haul.

LCLH18.capaevents.com
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Future moves for LCCs

e Alliances
e Joining the dots in Asia (Europe already advanced)
* Long haul narrow body — opens up many new city pair
potentials
 Expansion, diversification, more networking
 Continued hybridisation
* Major new expansion
 Asia: Lion, IndiGo
e [atam
e US??
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Future moves for LCCs

e Alliances
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LCC Alliances — more to come?

VALUE ALLIANCE

Cebu Pacific JEJUair

JEJU air

Nok Air

NOKScoot rokicoct

Scoot . R

Tigerair Australia tlgeralr

Vanilla Air
Model In service
ATR 72 2
Airbus A320 89
Airbus A330 2
Boeing 737 53
Boeing 777 4
Boeing 787 16
Bombardier DHCS 8

Total: 120

Founded in May 2016
%EBUPACIHC

FLY

www.centreforaviation.com

CENTRE FOR AVIATION

Founded in January 2016

alliance
+
EASTAR' JET
2N Eastar Jet A&
HK Express (i HKexpress
. Lucky&ir
Lucky Air i Ll
. on . Qs
SCOOt Urumaqi Air ' ~
West Air $ West Air Urumai Air S AF# 2
‘s e =
Vanilla Air
On order Model In service On order
7 Airbus A320 61 8
32 Airbus A330 2 2
0 Boeing 737 63 5
1 Total: 126 16
0
4
0
104

Source: CAPA — Centre for Aviation & OAG
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Future moves for LCCs

e Alliances
* Joining the dots in Asia (Europe is already well on
the way)

www.centreforaviation.com
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Time to join the dots? CAPA

@ Norwegian Air Shiittle ASA . .
AirAsia

Jetstar

Norwegian 28.9 5

China

India

Australia

Source: CAPA Fleet Database
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Time to join the dots? CAPA

Norwegian Air Shuttie ASA A
& irAsia

.Nm e A Jetstar 7.6 129 99
@ Nsrvcgamawuk Norwegian 3.8 146 230

Mongolia

China -;—AQJe BSSaa;‘ Japan

India

@ Thai AirAsia X

i AirAsi Philippines AirAsia
@ airasia India . Thai AirAsia . PP

(©) vetstar Pacific

irAsia X
AirAsia
Jetstar Asia

. Indonesia AirAsia
@ Indonesia AirAsia X

Australia

Jetstar Airways

Source: CAPA Fleet Database
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CENTRE FOR AVIATION

Future moves for LCCs

 Alliances

e Joining the dots in Asia (Europe is already well on
the way)

* Long haul narrow body — opens up many new city
pair potentials (for FSCs too)

www.centreforaviation.com
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Fleet Orders

CENTRE FOR AVIATION
°
Airbus Boeing Business Model
8,000 Narrowbody Jet Widebody Jet Narrowbody Jet Widebody Jet
. Cargo
7,500
! 4,500 B Charter
7,000 M FsC
LCC
6,500 4,000 .
. Regional
6,000
3,500
5,500
g 5000 3,000
< n
= 4
£ 4,500 <
E (=]
= &
5 4000 5 2500
P <
2 s
€ 3,500 5
a
= E 2,000
3
3,000 =
2,500 1500
2,000
1,000
1,500
1,000
500
500 FSC cargo Cargo
o 0 100.00% 100.00% 100.00%
Narrowbody Jet  Widebody Jet A320 A330 A350 A380 747 767

www.centreforaviation.com
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Long Haul Narrowbody
— in service & on order

CENTRE FOR AVIATION

B Fullservice [ LCC

* Delivery scheduled to 2033

www.centreforaviation.com

Source : CAPA Fleet Database
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A321neo LR orders

CENTRE FOR AVIATION

LCC
\w%. 6  Air Arabia
Jetstant 18  Jetstar Airways

EEE 30  Norwegian Air Shuttle ASA

Other
AerLingus #% 8  Aer Lingus
Lo astana 4  Air Astana
54 Yctransat 10 Air Transat

on order

@ Primera Air 2 Primera Air

. 4  SATA International

airlines.

B rFullservice [ LCC e 10 TAP Alr Portugal

* Delivery scheduled to 2033

www.centreforaviation.com

Source: CAPA Fleet Database
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Future moves for LCCs

* Alliances
e Joining the dots in Asia (Europe already advanced)
* Long haul narrow body —opens up many new city pair
potentials
e Expansion, diversification, more networking
 Continued hybridisation
* Major new expansion
e Asia: Lion, IndiGo
 Latam
e US??
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Future moves for LCCs

 Each of these developments blurs the differences
between LCC and full service airlines

e As LCCs develop
1) Network operations; and
2) Greater attractiveness to higher yielding traffic,

so the inroads on classical FSC network operations
become more intense —and the FSCs respond in
kind, with their own subsidiaries

What will Phase 4 bring?.....
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CENTRE FOR AVIATION

Thankyou!
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